The relationship between strategic entrepreneurship and performance of small and medium enterprises in Malaysia by Yeow, Kim Chai
THE RELATIONSHIP BETWEEN STRATEGIC 
ENTREPRENEURSHIP AND PERFORMANCE OF SMALL AND 
MEDIUM ENTERPRISES IN MALAYSIA 
YEOW KIM CHAI 
DOCTOR OF BUSINESS ADMINISTRATION 
UNIVERSITI UTARA MALAYSIA 
August 2014 
THE RELATIONSHIP BETWEEN STRATEGIC ENTREPRENEURSHIP 
AND PERFORMANCE OF SMALL AND MEDIUM ENTERPRISES 
IN MALAYSIA 
BY 
YEOW KIM CHAI 
Thesis Submitted to 
Othman Yeop Abdullah Graduate School of Business, 
Universiti Utara Malaysia, 
in Fulfillment of the Requirement for the Doctor of Business Abministration 
Kolej Perniagaan 
(College of Business) 
Universiti Utara Malaysia 
PERAKUAN K E R J A  TESlS 1 DlSERTASl  
(Certification o f  thesis / dissertation) 
Kami, yang bertandatangan, memperakukan bahawa 
(We, the undersigned, certiw fhaf) 
YEOW KIM CHAl 
calon untuk ljazah DOCTOR OF BUSINESS ADMINISTRATION 
(candidafe for the degree 00 
telah mengemukakan tesis I disertasi yang bertajuk: 
(has presented hisher thesis /dissertation of fhe following title): 
THE RELATIONSHIP BETWEEN STRATEGIC ENTREPRENEURSHIP AND PERFORMANCE 
OF SMALL AND MEDIUM ENTERPRISES IN MALAYSIA 
seperti yang tercatat di muka surat tajuk dan kulit tesis 1 disertasi. 
(as if appears on the fitle page and front cover of the thesis / disserfafion). 
Bahawa tesisldisertasi tersebut boleh diterima dari segi bentuk serta kandungan dan meliputi bidang ilmu 
dengan memuaskan, sebagaimana yang ditunjukkan oleh calon dalam ujian lisan yang diadakan pada: 
26 Ogos 2014. 
(That fhe said thesis/dissertation is acceptable in form and content and displays a safisfactoty knowledge of the 
field of study as demonstrafed by the candidate fhrough an oral examination held on: 
26 August 2014). 
n 
Pengerusi Viva 
(Chairman for Viva) Assoc. Prof. Dr. Chandrakantan slo Subramaniam 
Perneriksa Luar Assoc. Prof. Dr. Azizan bin Abdullah Tandatangan (External Examiner) (Signature) 
Pemeriksa Dalam Dr. Darwina binti Hj. Ahmad Arshad Tandatangan (Internal Examiner) (Signature) 
7 - 
Tarikh: 26 August 2014 
(Dafe) 
Nama Pelajar 
(Name of Sfudenf) 
: Yeow Kim Chai 
Tajuk Tesis I Disertasi : The Relationship Between Strategic Entrepreneurship and 
(Title of the Thesis / Dissertafion) Performance of Small and Medium Enterprises in Malaysia 
Program Pengajian : Doctor of Business Administration 
(Programme of Study) 
PERMISSION TO USE 
In presenting this dissertation paper in partial fulfillment of the requirements for a Post 
Graduate degree fi-om the Universiti Utara Malaysia (UUM), I agree that the Library of 
this university may make it fieely available for inspection. I fiu-ther agree that permission 
for copying this dissertation paper in any manner, in whole or in part, for scholarly 
purposes may be granted by my supervisor or in his absence, by the Dean of Othman 
Yeop Abdullah Graduate School of Business where I did my dissertation paper. It is 
understood that any copying or publication or use of this dissertation/project paper parts 
of it for fmancial gain shall not be allowed without my written permission. It is also 
understood that due recognition shall be given to me and to the UUM in any scholarly use 
which may be made of any material in my dissertation paper. 
Request for permission to copy or to make other use of materials in this dissertation paper 
in whole or in part should be addressed to: 
Dean of Othman Yeop Abdullah Graduate School of Business 
Universiti Utara Malaysia 
06010 UUM Sintok 
Kedah Darul Aman 
ABSTRACT 
The objective of this research is to determine the relationship between entrepreneurial 
orientation (EO), entrepreneurial values (EV), knowledge creation process (KCP), and the 
performance of Small and Medium Enterprises (SMEs) in Malaysia.This research 
analyzes these contributing variables to strategic entrepreneurship and their relationships 
with the performance of SMEs. There are a number of views on strategic entrepreneurship, 
which most have propensity for opportunity-seeking and advantage seeking behavior that 
require combined theories in entrepreneurship and strategic management. However, a few 
scholars argue that it is actually a balance of exploration and exploitation activities which 
correspond to the frm's capability to explore opportunities internally plus externally, and 
allow the sustaining of wealth creation. The research employs a quantitative and survey 
method, and data were collected from ownerlmanagers of SMEs throughout peninsular 
Malaysia. Out of the 370 responses collected, only 335 were usable in this research. The 
data were analysed using multiple regressions. The fmdings reveal that exploration and 
exploitation depicted in entrepreneurial orientation, entrepreneurial values and knowledge 
creation process respectively were significant predictors in strategic entrepreneurship and 
exhibited positive influence to the performance of SMEs in Malaysia. This research 
contributes theoretically to the enhancement of the understanding as well as the analysis 
ofthe strategic entrepreneurship model in SMEs. It provides another empirical supports to 
the three variables of EO, EV and KCP where EO having the biggest strength and 
contribution to the f r m  performance. In managerial contribution aspect, the fmdings 
provide opportunities for the SNIEs to engage strategic entrepreneurship activities and 
develop sustaining competitive advantages thereby shoring up their performance. 
Keywords: entrepreneurial orientation, entrepreneurial values, knowledge creation 
process, performance, small and medium enterprises. 
ABSTRAK 
Kajian ini bertujuan menentukan hubungan di antara orientasi keusahawanan (EO), nilai- 
nilai keusahawanan (EV), proses penciptaan pengetahuan (KCP) dan prestasi Perusahaan 
Kecil dan Sederhana (PKS) di Malaysia. Kajian ini menganalisis pembolehubah yang 
menyumbang kepada keusahawanan strategk dan hubungan mereka dengan prestasi PKS. 
Terdapat beberapa pendapat mengenai keusahawanan strategik, kebanyakannya 
mempunyai kecenderungan untuk mencari peluang dan tingkah-laku mencari kelebihan 
yang memerlukan gabungan teori-teori keusahawanan dan pengurusan strategik. Walau 
bagaimanapun, beberapa penyelidlk berpendapat bahawa ia adalah sebenarnya mengira 
aktiviti-aktiviti penerokaan dan eksploitasi yang sepadan dengan keupayaan syarikat 
untuk meneroka peluang-peluang secara dalaman dan luaran, dan membenarkan 
pengekalan kekayaan. Kajian ini menggunakan kaedah kuantitatif dan kaji selidik, dan 
data telah dikumpul daripada pemiliklpengurus PKS di seluruh semenanjung Malaysia. 
Daripada 370 respons yang dikumpulkan, hanya 335 boleh digunakan dalam kajian hi .  
Data dianalisis menggunakan regresi berganda. Dapatan kajian menunjukkan bahawa 
penerokaan dan eksploitasi yang digambarkan dalam orientasi keusahawanan, nilai-nilai 
keusahawanan dan proses penciptaan pengetahuan masing-masing merupakan peramal 
yang signifikan ke atas keusahawanan strategik dan mempamerkan pengaruh positif 
kepada prestasi PKS di Malaysia. Kajian ini menyumbang secara teori untuk 
meningkatkan pemahaman serta analisis model keusahawanan strategik dalam PKS. Ia 
menyediakan satu lagi sokongan empirikal kepada tiga pembolehubah EO, EV dan KCP 
di mana EO mempunyai kekuatan dan sumbangan yang terbesar kepada prestasi firma. 
Dalam aspek sumbangan kepada pengurusan, penemuan-penemuan ini memberi peluang 
bagi PKS untuk terlibat dalam aktiviti-aktiviti keusahawanan strategk dan 
membangunkan daya kelebhan saing yang seterusnya meningkatkan prestasi mereka. 
Kata Kunci: orientasi keusahawanan, nilai-nilai keusahawanan, proses penciptaan 
pengetahuan, prestasi, perusahaan kecil dan sederhana. 
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CHAPTER ONE : INTRODUCTION 
1.1 Background of study 
The significant role of Small and Medium Enterprises (SMEs) in economic development 
amongst the key world economies has been known for very long time. SMEs are the 
accelerators and have great impact to growth performance of a country economic, 
particularly in such a dynamic surge in market competition internationally and variation 
in happening (Normah, 2007; Ladzani & Vuuren Van, 2002). The establishment of social 
stability and economic welfare of a nation together with the creation of many job 
opportunities are some of the SMEs' contributions (Ladzani & Vuuren Van, 2002; Steiner 
& Solem, 1988). As such, SMEs have turned out to be the central consideration of 
government particularly in the annual budget announcement or during planning of the 
short-term or long-term economy policy (Bernama, October 08,20 1 1). 
The strategic significance of SMEs has been recognized (Underwood, 2003) as followed. 
Firstly they are accountable for creating job opportunities at a quicker pace than larger 
organization. Secondly they enlarge the competitive forces of the market and hence 
decrease the monopoly advantage of large organizations. Finally they promote the 
progress in entrepreneurial skills and innovation. 
Many studies have revealed that SMEs are important in nurturing economic growth; 
create employment prospect and decreasing poverty (Singh & Mahmood, 2014; Sumaiyah 
& Mahmood, 201 1; Arinaitwe, 2006, Ayyagari, Beck & Demirguc-Kunt, 2005; Karides, 
2005; O'Regan & Ghobadian, 2004; Audretsch, 2002). There is abundance of reports in 
1 
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